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Facts  You  Should  Know  About  The 
Retirement  System 


To  Members  of  the  Retirement  System: 

This  booklet  is  issued  by  the  Board  of  Administration, 
San  Francisco  City  Employees'  Retirement  System,  for 
the  purpose  of  making  the  principal  features  of  the  Re- 
tirement System  more  easily  understood  and  with  the 
hope  that  it  will  remove  any  doubt  or  misunderstanding 
that  may  exist  in  the  mind  of  any  member  as  to  the  pro- 
visions of  the  Retirement  Law.  If  questions  arise  which 
are  not  covered  in  the  booklet,  full  information  may  be 
secured  at  the  ofSce  of  the  Board,  Room  215,  City  Hall. 

Respectfully  submitted, 

BOARD  OF  ADMINISTRATION 
SAN  FRANCISCO  CITY  EMPLOYEES' 
RETIREMENT  SYSTEM. 

John  W.  Rogers,  President, 
Thomas  P.  Boyle, 

A.   S.  HOLMAN, 

Charles  A.  McColm, 
Ralph  McLeran, 
Thomas  G.  Riley, 
DeWitt  C.  Treat. 
Ralph  R.  Nelson,  Secretary-Actuary, 


The  City  and  County  under  the 
creased  rate,  the  higher  contributio 


if; 


scr 
lo 
pri 
tie 
k 

«« 

fci 
its 

101 

it 

f 

h 

SI 

tfi 

ill 
ii) 


sji 
tii( 
enl 

Zilt 

ocf 

nai 
tioi 

cliji 

tk 
ih 


History 

1.  Question.  When  did  the  movement  to  establish  a  retirement 
system  for  San  Francisco  City  employees,  other  than  police  and  fire- 
men, start? 

Answer.  The  need,  for  the  good  of  both  the  employees  and  the 
service,  had  been  evident  for  many  years,  but  the  first  concrete  effort 
to  establish  a  retirement  system  was  made  in  March,  1915,  when  a 
proposed  charter  amendment  authorizing  the  Supervisors  to  prepare 
the  necessary  ordinance  was  submitted  to  the  people.  It  was  defeated 
by  a  vote  of  13,070  ayes  to  35,384  noes. 

2.  Q.  If  the  need  for  a  retirement  system  ivas  so  apparent,  why 
was  the  proposed  charter  amendment  defeated? 

A.  Because  it  was  indefinite,  providing  no  limitations  or  condi- 
tions within  which  the  system  was  to  be  created.  No  one  could  fore- 
see just  what  benefits  would  be  provided  or  whether  those  provided 
would  be  placed  on  a  sound  financial  basis;  consequently  practically 
no  support  from  either  the  employees  or  the  public  was  given  the  pro- 
posed amendment. 

3.  Q.  Is  the  San  Francisco  City  Employees'  Retirement  System 
hosed  on  a  charter  amendment? 

A.  Yea.  At  the  General  Election  in  November,  1920,  a  charter 
amendment  authorizing  the  Supervisors  to  establish  a  retirement  sys- 
tem was  adopted  by  a  vote  of  79,090  ayes  to  49,437  noes. 

4.  Q.  Did  a  change  in  piiblic  sentiment  account  for  the  great 
\  difference  in  this  vote  and  that  of  1915? 

A.  No.  The  charter  amendment  that  was  submitted  and  adopted 
in  November,  1920,  prescribed  limitations  and  conditions  within  which 
a  retirement  system  might  be  established.  It  created  a  Board  charged 
with  the  duty  of  administering  the  system,  set  forth  the  method  by 
which  the  system  would  be  financed  and  provided  definitely  that  the 
system  established  must  be  on  a  sound  financial  basis.  On  account  of 
Ithese  facts,  the  amendment  secured  the  endorsement  of  practically  the 
entire  press  and  practically  every  civic,  commercial  and  labor  organi- 
zation. 

5.  Q.  The  charter  amendment  was  only  an  enabling  act;  tvhat 
action  was  taken  by  the  Board  of  Supervisors? 

A.  It  was  necessary  that  the  Supervisors  adopt  an  ordinance  put- 
ting the  Retirement  System  into  effect.  They  did  adopt  such  an  ordi- 
nance, but  not  until  February,  1922,  after  the  Board  of  Administra- 
tion created  by  the  charter  amendment  had  published  a  report,  in- 
eluding  a  proposed  ordinance. 

6.  Q.  Why  was  there  such  a  delay  from  November,  1920,  when 
the  charter  amendment  was  adopted,  to  February,  1922,  in  putting 
the  provisions  of  the  amendment  into  effect;  why  was  it  not  possible, 
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immediately  after  the  charter  amendment  was  ratified  hy  the  State 
Legislature,  to  prepare  a  short,  simple  ordinance  providing  for  the  .0/ 
retirement  on  pensions  of  city  employees  who  had  reached  the  required 
age  and  rendered  the  required  service?  "^i 
A.    Such  a  simple  ordinance  could  have  been  prepared  had  the  fr 
charter  amendment  contemplated  a  retirement  system  supported  ex-  fci 
clusivelj^  by  contributions  from  the  City,  providing  for  flat  pensions 
regardless  of  service  or  age  at  retirement  and  without  provision  for  tc 
reserve  funds  to  cover  the  liability  for  service  as  it  is  rendered  by  em-  tf 
ployees. 

7.  Q.  In  what  way  did  the  charter  amendment  ihot  cmitemplate  "1 
or  permit  the  establishment  of  such  a  system? 

A.  As  stated  in  the  answer  to  a  foregoing  question,  the  amend-  pi 
ment  set  forth  the  method  by  which  the  system  was  to  be  financed  t\ 
and  required  that  it  be  established  on  a  sound  financial  basis.  The  '| 
method  of  financing  will  be  considered  later ;  here  it  is  necessary  only  to  tii 
say  that  the  amendment  provided  that  the  income  of  the  system  should  fn 
be  derived  from  the  City  and  the  employees  jointly. 

8.  Q.    What  was  meant  hy  "establishing  the  system  an  a  sound 
finmicial  basis"? 

A.  Briefly,  it  meant  that  no  promise  of  a  pension,  or  other  beno- 
fit,  should  be  made  under  the  system  unless  at  the  same  time  provi-  or 
si  on  should  be  made  for  the  accumulation  of  funds  to  carry  out  the  tit 
promise.  In  other  words,  it  was  not  intended  that  the  system  should  oii 
make  a  promise  to  be  carried  out  20  or  30  or  even  40  years  in  the  future, 
and  then  drift  along  until  the  promise  matures  and  awaken  to  find  no  re 
funds  provided  to  meet  the  obligation.  ga 

9.  Q.  What  did  the  Board  of  Administration  do  to  carry  out  this  t'' 
requirement  that  the  System  he  established  on  a  sound  financial  hasis?^  ¥ 

A.  Immediately  after  the  charter  amendment  was  ratified  by  the 
-State  Legislature  in  February,  1921,  the  Board  of  Administration  was 
organized,  an  office  was  established  and  a  Consulting  Actuary,  exper- 
ienced  in  pension  systems,  was  employed. 

10.  Q.    Why  was  it  necessary  to  employ  such  a  Consulting  Ac- 
tuary ? 

A.    Because  the  charter  amendment  required  it  in  order  that  the  ff' 
costs  of  the  benefits  provided  under  the  Retirement  System  might  be  iS't 
determined,  and  that  adequate  rates  of  contribution  might  be  estab- 
lished to  meet  these  costs.  js 

11.  Q.  What  procedure  ivas  followed  then?  ^'1 
A.    Information  was  gathered  from  all  city  employees  who  were 

to  be  members  of  the  System.  This  information,  in  general,  consisted 
of  the  age,  total  service  rendered  to  the  City,  sex,  and  rate  of  com- 
pensation, all  over  a  period  of  five  years.  In  addition,  the  records  in 
San  Francisco  and  Sacramento  were  searched  for  information  as  to  em-  U\ 
ployees  who  had  left  the  service  of  the  City  during  the  last  five  years 
by  resignation,  dismissal,  abolishment  of  positions  or  death.  an 
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12.  Q.  ^Yhy  ivas  it  necessary  to  have  the  information  over  a  period 
of  five  years? 

A.  Because  of  the  comparatively  small  number  of  individuals  in- 
volved. Among  a  small  number  of  individuals,  deaths  and  separations 
from  service  might  be  many  in  one  year  and  few  in  the  next  year, 
but  by  taking  several  years,  an  average  could  be  determined  that 
would  more  accurately  foretell  what  might  be  expected  in  the  fu- 
ture. It  was  felt  that  five  years  was  the  shortest  period  that  could 
be  taken  safely. 

13.  Q.    I  do  not  imderstand  just  what  is  meant  hy  getting  an 
average." 

A.  An  example  with  which  everyone  is  familiar  is  given  in  flip- 
ping a  coin.  If  the  coin  is  flipped  a  few  times,  "heads"  may  appear 
every  time.  But  if  the  coin  is  flipped  a  great  number  of  times, 
heads"  and  "tails"  will  appear  almost  exactly  an  equal  number  of 
times.  The  same  principle  is  here  involved.  If  a  small  number  of 
employees  is  taken  over  a  short  period  of  time,  an  "average"  num- 
ber of  deaths  and  separations  from  service  will  not  be  obtained,  be- 
cause the  law  of  averages  has  not  had  a  chance  to  exert  itself,  that 
is,  the  coin  has  not  been  flipped  a  sufficient  number  of  times. 

Q.    I  understand  now  why  the  experience  among  employees 
over  as  mmi.y  as  five  years  was  desired.    Am  I  to  understand,  then, 
that  the  rates  and  benefits  under  the  Retirement  System  were  based 
iliottld  O'Ti  this  actual  survey  covering  the  five  year  period? 

A.  Yes.  The  Consulting  Actuary,  after  studying  the  information, 
rendered  a  report  to  the  Board  of  Administration,  and  in  the  report 
g-ave  his  recommendations  in  the  light  of  the  study  he  had  made.  On 
the  basis  of  these  recommendations,  the  Board  of  Administration  pre- 
pared a  proposed  ordinance  and  submitted  it  to  the  Supervisors,  as 
you  have  already  been  told.  The  ordinance,  after  a  few  minor 
mendments  were  made,  was  adopted  in  February,  1922,  and  the  Re- 
tirement System  became  efi^ective  on  April  1,  1922. 

Membership 

15.    Q.    What  method  ivas  used  in   determining   the   classes  or 
■oups  of  employees  to  be  eligible  for  membership  in  the  Retirement 
':iystemf 

A.  The  charter  amendment  already  referred  to,  and  now  known 
s  Article  XVII  of  the  Charter,  deflnitely  excludes  from  membership 
ill  elected  officials  and  officials  appointed  by  the  Mayor,  and,  also, 
policemen  and  firemen  Avho  were  already  covered  by  pension  sys- 
ems. 


16.  Q.  But  there  are  other  employees  excluded  from  membership 
■n  Ordinance  No.  5561  (Neiv  Series),  establishing  the  Retirement  Sys- 
'em. 

A.  Yes,  Article  XVII  of  the  Charter  also  gives  the  Supervisors 
authority  to  exclude  such  groups  or  classes  of  employees  as  they 
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shall  deem  advisable.  Under  that  authority,  certain  classes  of  em- 
ployees, such,  for  example,  as  those  employed  on  a  part  time  or  tem- 
porary basis,  are  excluded  from  membership  in  Section  4  of  Ordinance 
No.  5561  (New  Series). 

17.  Q.  Are  Non-Civil  Service  employees  eligihle  for  membership  f 

A.  Yes;  under  the  Eetirement  System,  no  distinction  is  made  be- 
tween Civil  Service  and  Non-Civil  Service  employees. 

18.  Q.  Do  employees  become  members  immediately  after  entering 
the  service  of  the  city? 

A.  No;  an  employee  must  work  continuously  for  6  months  before 
becoming  eligible  for  membership. 

19.  Q.  When  did  teachers  in  the  San  Francisco  School  Depart- 
wxnt  become  eligible  for  membership  in  the  Retirem,ent  System? 

A.  Under  the  terms  of  an  amendment  to  Article  XVII  of  the 
Charter  adopted  at  the  general  election  on  November  4,  1924,  and 
an  ordinance  adopted  by  the  Supervisors  in  June,  1925,  amending  the 
ordinance  establishing  the  Retirement  System,  teachers  became  eligi- 
ble for  membership  on  October  1,  1925. 

20.  Q.  Do  they  become  members  on  the  same  basi^  as  other  em- 
ployees? 

A.  Yes,  on  the  same  basis,  with  the  sole  exception  that  only  that 
portion  of  their  salaries  paid  from  funds  contributed  by  the  City  is 
taken  into  consideration  by  the  Eetirement  System,  excluding  the 
portion  that  is  paid  from  funds  contributed  by  the  State. 

21.  Q.    I  do  not  understand  just  what  that  means. 

A.  The  charter  amendment  bringing  teachers  under  the  Retire- 
ment System  provides  that  the  salary  of  teachers  to  be  taken  into 
consideration  by  the  System  shall  bear  the  same  ratio  to  their  total 
salary  as  the  contribution  by  the  City  to  the  Common  School  Fund 
bears  to  the  total  contributed  by  the  City  and  the  State.  For  ex- 
ample, this  ratio  for  a  fiscal  year  in  which  the  City  contributed  $3,- 
500,000  to  the  Common  Schooi  Fund  and  the  State  $1,500,000,  making 
a  total  of  $5,000,000,  would  be  $3,500,000  divided  by  $5,000,000  or 
.70.  If  a  teacher  actually  received  a  salary  of  $200  per  month,  she 
would  be  considered  under  the  Retirement  System  as  receiving  a 
salary  of  $140  (70  per  cent,  of  $200).  Her  contributions  and  benefits 
would  be  based  on  this  $140. 

22.  Q.  What  is  the  percentage  of  the  salary  taken,  based  an  the 
actual  figures  for  the  School  Fund? 

A.  It  varies,  of  course,  from  year  to  year,  but  over  the  last  ten 
years  it  averages  not  far  from  70  per  cent.  This  should  be  remem- 
bered in  all  calculations  affecting  teachers. 


*  Contributions 

23.  Q.    From  wh-at  sources  does  the  System  receive  Us  income  f 
A.    Except  for  interest  on  invested  funds,  its  income  is  made 

■up  of  contributions  from  members  of  the  System  and  from  the  City. 

24.  Q.    D>o  all  members  contrihute  at  the  same  rate? 

A.  No ;  the  rates  of  contribution  to  be  applied  to  the  compensa- 
tion in  order  to  determine  the  actual  amount  to  be  contributed  vary 
according  to  age  and  sex.  For  men  they  run  from  2.87  per  cent  at 
age  20  to  6.37  per  cent,  at  age  61  and  over.  For  women  they  run 
from  2.94  per  cent,  at  age  20  to  6.31  per  cent,  at  age  61  and  over. 

25.  Q.  What  proportion  of  the  contributions  is  made  by  mem- 
bers and  what  by  the  City? 

A.  For  service  rendered  as  members  of  the  System,  "Current 
Service"  as  it  is  called  in  the  Retirement  Law,  the  normal  contribu- 
tions made  by  the  members  and  the  City  are  equal,  that  is,  for  every 
dollar  deducted  from  the  member's  compensation  for  the  Retirement 
Fund,  a  dollar  is  paid  into  the  Retirement  Fund  by  the  City. 

26.  Q.  What  contributions  are  there  for  current  service,  other 
tham,  "normal",  contributions  f 

A.  Any  member  may  contribute  an  amount  in  addition  to  his 
normal  contributions.  The  City  does  not  match  these  additional  con- 
tributions. Otherwise,  they  are  treated  exactly  the  same  as  normal 
contributions,  being  applied  to  purchase  additional  benefits  for  the 
member. 

27.  Q.  What  is  done  about  the  service  rendered  before  the  Re- 
tirement System  was  established? 

A.  This  is  called  "Prior  Service"  in  the  Retirement  Law,  and  is 
taken  care  of  altogether  by  contributions  from  the  City,  without  any 
cost  to  members  of  the  System. 

28.  Q.  I  do  not  understand  ju^t  what  is  meant  when  it  is  said 
that  "contributions  are  made  for  current  service." 

A.  Perhaps  this  explanation  will  make  it  clearer :  For  every 
day's  service  rendered  to  the  City  by  a  member  of  the  Retirement 
System,  a  benefit  in  the  form  of  a  retirement  allowance  based  on  that 
day's  service  is  promised.  In  order  that  the  System  will  be  able 
to  carry  out  the  promise  when  the  member  reaches  the  time  of  re- 
tirement, a  contribution  is  deducted  from  his  compensation  and  the 
City  matches  that  contribution,  dollar  for  dollar.  The  contribution 
is  made  for  that  service. 

29.  Q.  What  is  done  with  the  contribution  of  the  member  after  it 
is  paid  into  the  Retirement  Fund? 

A.  The  member's  individual  account,  which  was  opened  at  the 
time  of  his  entrance  into  the  System,  is  credited  with  the  amount  of 
the  contribution,  and  the  contribution,  together  with  the  equal  con- 
tribution from  the  City,  is  invested  in  high  grade  securities,  limited 
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so  far  to  United  States  Government,  State  of  California  and  San 
Francisco  Bonds  and  bonds  of  other  Northern  California  municipali- 
ties. 

30.  Q.  You  say  limited  "so  far";  could  the  funds  he  invested 
m  other  securities? 

A.  Yes,  the  Retirement  Law  provides  that  the  funds  may  be  in- 
vested in  any  security  that  is  approved  by  the  California  State  Bank- 
ing Department  for  Savings  Banks'  investment. 

31.  Q.    Who  controls  the  investment  of  the  funds? 

A.  Article  XVII  of  the  Charter  gives  the  Board  of  Administra- 
tion of  the  Retirement  System  exclusive  control  of  the  administra- 
tion and  investment  of  the  Retirement  Fund.  The  Treasurer  of  the 
City  and  County  is  the  custodian  of  the  Fund,  all  securities  belonging 
to  the  System  being  kept  physically  separate  in  his  vaults.  Records 
of  securities  purchased  are  kept  in  the  Retirement  Office  in  such  man- 
ner that  every  individual  bond  belonging  to  the  Fund  may  be  identi- 
fied easily. 

32.  Q.    Why  is  it  necessary  to  invest  the  contributions? 

A.  Because  every  member  is  promised  interest  at  the  rate  of  4 
per  cent.,  compounded  annually,  on  his  contributions.  In  order  that 
this  promise  may  be  carried  out,  the  funds  of  the  Retirement  Sys- 
tem must  be  made  to  earn  at  least  4  per  cent,  per  annum. 

33.  Q.  How  do  I  receive  the  interest  promised?  It  h-a.s  never 
heen  paid  to  me. 

A.  It  is  credited  to  your  individual  account  in  the  office  of  the 
Retirement  System,  the  same  as  your  contributions,  and  is  shown 
in  the  individual  statement  furnished  to  you  after  the  close  of  each 
fiscal  year. 

34.  Q.  Am  I  correct,  then,  in  understanding  that  every  one  of 
the  6,600  members  of  the  Retirement  System  has  an  individual  account 
in  the  Retirement  Office,  showing  the  total  of  all  the  contributions  he 
has  made,  plus  interest  at  the  rate  of  4  per  cent,  compounded  annually? 

A.    That  is  correct. 

35.  Q,  Am  I  also  correct  in  understanding  that  for  every  mem- 
ber, whether  his  individual  account  totals  $25  or  $1225,  bands  or  cash 
in  an  amount  equal  to  the  total  in  his  individual  account  are  held  in  the 
City  Treasury? 

A.  That  is  correct,  also.  And,  in  addition,  for  each  member, 
there  is  in  the  City  Treasury,  in  the  form  of  cash  or  bonds,  another 
amount  equal  also  to  the  total  in  his  individual  account,  made  up  of 
the  contributions  made  by  the  City  to  match  the  member's  eontribu- 
ti  ons. 

36.  Q.  Then,  all  that  money  in  the  Retirement  Fund,  tvhether  it 
is  $2,000,000  or  $10,000,000,  is  simply  the  amount  held  for  my  own 
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'benefit  (the  amount  shown  in  my  individual  account  in  the  Ketiremenf 
Office  pliis  an  equal  amount  from  the  City)  added  to  the  am/)unts  held 
for  the  benefit  of  all  the  other  6,600  individual  members. 

A.  That  is  true;  and  the  individual  amounts  are  held  just  as  truly 
for  the  benefit  of  the  individual  members  as  if  tlu'  cash  .mkI  IhhhU  were 
actually  separated  into  6,600  different  parts  and  plaicd  m  . nsrlopes 
with  the  name  of  a  member  on  each  envelope.  The  iiulividual  ac- 
counts in  the  Retirement  Office,  in  fact,  serve  exactly  the  same  ])Ufpose 
as  the  envelopes  would  serve. 

37.  Q.  I  had  never  looked  at  the  Fund  in  that  luay.  I  had  always 
considered  it  as  a  large  sum  of  money  that  could  be  used,  'particularly 
as  it  grew  larger,  to  increase  the  benefits  under  the  System. 

A.  A  number  of  members,  through  misunderstanding,  have  had 
the  same  idea.  If  benefits  were  increased  indiscriminately,  merely  be- 
cause the  total  fund  is  large,  it  could  only  mean  that  a  part  of  tlie 
amount  held  for  your  benefit  and  the  amounts  held  for  other  members 
who  are  not  retired,  would  be  used  to  pay  the  increased  benefits  to 
those  members  first  retired,  and,  consequently,  when  you  came  to  re- 
tire your  account  would  be  impaired  and  you  would  not  receive  the 
benefits  you  had  expected. 

38.  Q.  We  have  spoken  only  of  contril)utiGns  maele  jointly  by  the 
ynembers  and  the  City  for  current  service.  What  ivas  the  liability  as- 
sumed by  the  City  for  prior  service? 

A.  It  was  calculated  by  the  Consulting  Actuary  to  be  over  $2,000,- 
000  when  the  Retirement  System  was  established. 

39.  Q.  Did  the  City  pay  this  amount  to  the  Fund  in  one  sum? 

A.  No,  the  Retirement  Law  provides  that  the  liability  for  prior 
service  shall  be  taken  care  of  by  the  city  in  annual  installments,  the  in- 
stallment each  year  to  be  equal  to  the  actual  payments  from  the  Re- 
tirement Fund  during  that  year  on  account  of  prior  service. 

40.  Q.  Does  every  member  ivho  worked  for  the  City  prior  to  the 
establishment  of  the  Retirement  System  receive  credit  for  prior  si  rvice? 

A,  No;  there  are  certain  requirements  to  be  met  before  credit  for 
prior  service  is  granted.  An  individual,  who  was  not  a  teacher,  to  get 
such  credit  must  have  become  a  member  of  the  Retirement  System  on 
April  1,  1922,  when  the  System  was  established,  or,  if  not  on  that  date, 
then  within  one  year  after  rendering  prior  service.  Thus,  if  he  last 
performed  his  duties  on  November  30,  1921,  he  would  have  to  become 
a  member  of  the  System  not  later  than  November  30,  1922,  to  get 
credit  for  prior  service.  A  teacher,  in  like  manner,  to  get  credit  for 
prior  service,  must  have  become  a  member  on  October  1,  1925,  when 
teachers  became  eligible  for  membership,  or  if  not  on  that  date,  then 
within  one  year  after  rendering  prior  service.  Thus,  if  the  teacher  last 
performed  her  duties  on  May  31,  1925,  she  would  have  to  become  a 
member  of  the  System  not  later  than  May  31,  1926,  to  get  credit  for 
prior  service.  To  become  a  member,  it  is  necessary  that  the  individual 
return  to  duty. 
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Benefits 

41.  Q.  We  have  said  that  my  accumulated  contributions,  plus  an 
equal  amount  contributed  by  the  City,  are  held  to  f^dfill  a  promise  of 
a  retirement  allowance  when  I  am  retired.  Suppose  I  should  resign,  be 
discharged  or  my  position  should  be  abolished,  what  would  happen  to 
my  contributions? 

A.  You  would  receive,  in  cash,  an  amount  equal  to  all  the  contribu- 
tions you  had  made  plus  4  per  cent,  interest,  compounded  annually. 
This  obligation  to  return  accumulated  contributions  upon  separation 
from  city-service  is  another  reason  why  "all  that  money"  in  the 
Ketirement  Fund  must  be  held  intact.  The  Retirement  Fund  must  be 
in  a  position  at  all  times  to  refund  the  contributions,  with  interest,  of 
every  member,  and,  if  need  be,  of  all  members,  should  they  leave  the 
service  of  the  city  at  the  same  time.  In  such  an  event,  it  also  would  be 
obliged  to  refund  to  the  City  an  equal  amount,  with  interest,  paid  in  to 
match  members'  contributions.  The  Retirement  Fund,  in  this  respect, 
stands  in  the  same  relationship  to  its  members  and  to  the  City  that  a 
Savings  Bank  does  to  its  depositors. 

42.  Q.  Are  the  accumidated  contributions  of  a  member  ever 
retained  by  the  Retirement  System  when  the  member  is  separated  from 
service? 

A.  In  ease  of  a  lay-off,  a  leave  of  absence  or  any  separation  which, 
in  the  opinion  of  the  Board  of  Administration,  is  not  a  permanent 
separation,  the  accumulated  contributions  are  retained  for  the  member 
until  he  returns  to  the  service. 

43.  Q.  If  I  should  leave  the  service,  receive  my  accumulated  con- 
tributions, and  after  a  time  return  to  the  service,  would  I  lose  credit  for 
the  service  I  had  rendered? 

A.  You  would  have  the  option  of  redepositing  the  accumulated 
contributions  you  received.  If  the  redeposit  is  made,  you  would  receive 
credit  for  the  service  just  as  if  you  had  never  left  the  service ;  if  you 
do  not  redeposit,  you  enter  the  Retirement  System  as  a  new  member. 

44.  Q.  If  I  should  not  leave  the  service  in  any  of  the  ways  already 
named,  but  should  die  as  a  member  before  retirement,  what  would  be 
done  with  my  accumulated  contributions? 

A.  The  beneficiary  designated  by  you,  under  the  Retirement  System, 
would  receive  a  death  benefit  made  up  of 

(1)  An  amount  equal  to  all  the  contributions  you  had  made 
with  interest,  plus 

(2)  An  amount  equal  to  the  compensation  earnable  by  you 
during  the  six  months  immediately  preceding  your  death. 

45.  Q.  But  I  might  have  been  ill  for  three  months  prior  to  death 
and  unable  to  earn  a/)iything. 

A.  It  is  the  compensation  earnable,  not  earned,  that  is  taken.  In 
any  case  it  is  the  amount  you  would  have  earned  had  you  been  putting 
in  the  average  time  during  the  six  months  preceding  death. 
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46.  Q.  Are  there  any  circumstances  when  this  full  arnmint  is  not 
paid  upon  the  death  of  a  member? 

A.  Yes;  if  death  is  due  to  intemperance  or  violation  of  law  on 
the  part  of  the  member,  the  second  part  of  the  death  benefit,  that  is  the 
six  months'  compensation,  is  not  paid,  but  regardless  of  the  cause  of 
death,  the  member's  accumulated  contributions  are  paid  to  the  bene- 
ficiary. 

47.  Q.  If  I  should  die  after  being  on  leave  of  absence  for  a  year, 
would  the  second  part  of  the  death  benefit  be  paid? 

A.  It  would  depend  on  why  the  leave  of  absence  was  taken.  If 
the  leave  of  absence  had  been  taken  because  of  illness  which  rendered 
you  unable  to  perform  your  duties,  and  if  the  illness  had  been  con- 
tinuous to  the  time  of  death,  the  full  death  benefit  would  be  paid.  But 
if  the  leave  had  been  taken  for  any  other  reason  or  if  you  had  been  layed 
off  instead  of  receiving  a  leave  of  absence,  the  full  death  benefit  would 
be  paid  only  if  death  occurred  within  four  months  after  you  actually 
performed  your  duties.  If  death  occurred  more  than  four  months  after 
you  last  performed  your  duties,  only  the  accumulated  contributions 
standing  to  your  credit  would  be  paid. 

48.  Q.  If  my  death  should  result  from  the  performance  of  my 
duties,  would  the  death  benefit  he  increased? 

A.  Yes.  The  death  benefit  under  the  Eetirement  System  would 
not  be  changed,  but  the  City  would  pay,  in  addition,  whatever  benefit 
your  dependents  might  be  entitled  to  under  the  State  Compensation 
Law. 

49.  Q.  How  long  must  I  he  a  member  before  my  beneficiary  would 
he  entitled  to  the  benefit  in  case  of  my  death? 

A.  No  waiting  period  is  required;  if  you  should  die  on  the  day 
your  membership  becomes  effective,  your  beneficiary  would  be  entitled 
to  the  death  benefit.  As  already  explained,  though,  you  must  have  been 
in  city-service  continuously  for  six  months  before  your  membership 
could  become  effective. 

50.  Q.  If  I  do  not  leave  the  service  through  resignation,  dismissal 
or  abolishment  of  my  position  (in  which  event'  I  would  receive  my 
accumulated  contributions)  or  do  not  die  (in  which  event  my  bene- 
ficiary would  receive  my  accumulated  contributions  plus  six  months' 
compensation),  then  am  I  correct  in  understanding  that  I  must  remain, 
a  member  until  retirement  either  for  disability  or  service? 

A.    That  is  correct. 

51.  Q.    What  are  the  requirements  for  disability  retirement? 

A.  That  you  have  to  your  credit  at  least  ten  years  of  continuous 
service  with  the  City  and  are  unable  and  will  be  permanently  unable, 
because  of  accident  or  disease,  to  perform  the  duties  of  your  position. 
Continuous  service  is  service  during  which  the  member  has  not  been 
off  the  pay  roll  for  more  than  one  year  at  one  time. 
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52.  Q.  How  does  the  Board  of  Administration  determine  whether 
I  am  unahle  to  perform  my  duties? 

A.  After  you  have  made  formal  application  that  you  be  retired 
for  disability,  you  are  examined  by  the  physician  of  the  Board,  who 
then  makes  a  recommendation  as  to  whether  your  application  should 
be  granted.  The  Board  passes  on  your  application  in  the  light  of  the 
report  of  the  physician. 

53.  Q.  If  I  should  recover  after  retirement  for  disability  to  such 
an  extent  that  I  coidd  again  perform  my  duties,  could  I  reenter  the 
service  of  the  city? 

A.  Yes;  the  Retirement  Law  makes  provision  for  adjustment  of 
your  account  upon  reentry  into  city-service  in  case  of  recovery. 

54.  Q.  What  retirement  allowance  would  I  receive  on  retirement 
for  disability? 

A.  It  depends  on  the  age  at  retirement,  the  number  of  years  of 
service  to  your  credit  and  jowc  compensation  during  the  ten  years 
immediately  preceding  retirement.  In  general,  you  would  receive  I14 
per  cent,  of  your  average  compensation  during  the  ten  years  immedi- 
ately preceding  retirement  for  each  year  of  service.  Thus,  if  you  had 
28  years  of  service  and  an  average  compensation  of  $150  per  month  you 
would  receive  35  per  cent,  of  $150,  or  $52.50  per  month. 

55.  Q.  If  I  had  only  twelve  years  &/  service,  for  example,  is  there 
a  guarantee  of  a  minimum  allowance,  or  woidd  I  receive  only  15  per 
cent,  of  $150? 

A.  There  is  a  guaranteed  percentage  depending  on  the  total  service 
that  woiild  stand  to  your  credit  if  you  were  to  continue  performing  your 
duties  to  age  62.  Thus,  if  you  retired  for  disability  at  age  48  with 
12  years  of  service,  the  total  service  possible  to  age  62  would  be  26  years. 
In  that  case  the  Eetirement  Law  would  guarantee  25  per  cent,  of  your 
average  compensation  during  the  preceding  10  years.  In  other  words, 
if  the  possible  service  to  age  62  is  20  years  or  more,  25  per  cent,  is 
guaranteed. 

56.  Q.  If  the  possible  service  is  less  than  20  years,  ivhat  is  guaran- 
teed? 

A.  One  and  one-fourth  per  cent,  of  the  average  compensation  for 
the  last  10  years,  for  each  of  the  possible  years  of  service.  Thus,  if  jow. 
retired  at  age  58  with  12  years'  service,  your  possible  service  to  age  62 
would  be  16  years,  and  the  percentage  would  be  20. 

57.  Q.  Why  is  not  the  25  per  cent,  guaranteed  regardless  of  age 
and  service? 

A.  Because  to  do  so  would  encourage  disability.  It  would  mean 
that  a  member,  for  example,  reaching  age  62  with  12  years'  service, 
upon  deciding  to  retire,  would  profit  by  being  disabled  rather  than 
retiring  for  service.  Service  retirement,  as  will  be  explained  hereinafter, 
would  provide  16  per  cent.,  while  if  the  guarantee  spoken  of  were  made, 
disability  retirement  would  provide  25  per  cent.  The  evident  difficulty 
in  determining  whether  a  member  at  age  62  is  really  disabled  Avould 
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result  inevitably  in  misrepresentations  and,  therefore,  unequal  treat- 
ment of  members.  If  a  member  has  entered  the  service  at  a  reasonably 
early  age  (age  42)  and  has  served  continuously,  he  will  be  entitled  to 
tiie  25  per  cent,  guarantee. 

58.  Q.  But  suppose  I  should  he  permanently  disabled  as  a  result 
of  performing  my  duties;  sJiould  I  not  receive  additional  consideration? 

A.  You  should  receive  additional  consideration,  and  under  the 
Retirement  Law  and  the  State  Compensation  Law,  you  would  receive  it. 
The  disability  retirement  allowance  would  be  paid  to  you  as  has  been 
explained,  and,  in  addition,  you  would  receive  from  the  City  whatever 
benefits  the  State  Compensation  Law  provides. 

59.  Q.  The  only  way,  other  than  those  ive  have  alrcudij  discussed, 
in  which  I  can  leave  the  service  of  the  city,  is  hy  service  ntirenicid. 
What  are  the  requirements  for  service  retirement f 

A.  That  you  shall  have  attained  age  62  and  shall  have  completed 
at  least  10  years  of  continuous  service  with  the  city,  or  attained  age  60 
and  completed  at  least  30  years  of  continuous  service.  Retirement 
is  compulsory  at  age  70,  regardless  of  service. 

.  60.  Q.  Does  Article  XVII  of  the  Charter  fix  these  ages  and  the 
amwnt  of  service  required? 

A.  Article  XVII  fixes  age  62  as  the  minimum  age  of  retirement 
with  ten  years  of  continuous  service  and  makes  retirement  compulsory 
at  age  70,  but  it  makes  discretionary  the  minimum  age  of  retirement 
with  30  years  of  continuous  service.  Ordinance  No.  5561  (New  Series), 
establishing  the  Retirement  System,  fixes  that  age  at  60. 

61.  Q.  Are  the  retirement  allowances  calcidated  in  the  same 
munner  at  ages  60  and  62? 

A.  No,  at  age  60  the  allowance  would  be  less.  Briefly,  the  portion 
based  on  prior  service  is  so  adjusted  that  the  cost  to  the  city  will  be 
the  same  as  it  would  have  been  had  the  member  remained  in  the  service 
to  retire  at  age  62.  The  exact  calculations  in  any  individual  ease  will  be 
furnished  gladly  by  the  Retirement  Office, 

62.  Q.  ■  What  allowance  wotdd  I  receive  on  retirement  for  service? 
A.    It  depends  on  the  age  at  retirement,  the  number  of  years  of 

service  to  your  credit,  how  much  of  that  service  was  rendered  prior  to 
the  establishment  of  the  Retirement  System,  your  compensation  during 
the  ten  years  immediately  preceding  retirement  and  your  sex. 

68.  Q.  Is  there  a  guaroAiteed  minimuyn  retirement  allowance  at 
any  age  of  retirement  for  service? 

A.  Yes,  there  is  a  minimum  of  $40  per  month,  or  one-half  the 
average  compensation  earnable  during  the  ten  years  immediately  pre- 
ceding retirement  if  that  is  less  than  $40,  guaranteed  to  a  member 
having  credit  for  prior  service  and  obliged  to  retire  at  age  70.  A 
member  voluntarily  retiring  below  age  70  or  a  member  entering  the 
Retirement  System  with  no  prior  service,  even  though  obliged  to  retire 
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at  age  70,  would  be  guaranteed  no  minimum,  but  would  receive  an 
allowance  on  the  basis  of  service  rendered  as  hereinafter  explained. 

64.  Q.  Why  is  the  guaranteed  minimum  of  $40  per  manth  not 
given  also  to  those  members  entering  the  System  at  any  time  with  no 
prior  service,  when  forced  to  retire  at  age  70? 

A.  Because,  with  no  limit  of  the  age  at  which  an  individual  may 
be  employed  in  a  number  of  Offices  and  Departments  of  the  City  govern- 
ment, that  would  mean  that  an  individual  might  enter  the  service  at 
age  68,  for  example,  and  retire  after  only  two  years'  service  with  a 
retirement  allowance  of  $40  per  month. 

65.  Q.  Why  does  the  retirement  allowance  depend  on  sexf  Why 
is  it  not  the  same  for  a  woman  as  it  is  for  a  man? 

A.  Because  the  experience  shows  that,  on  the  average,  women  live 
longer  than  men,  and  that,  therefore,  it  costs  more  to  provide  a  pension 
for  a  woman  at  age  62,  for  example,  than  it  does  to  provide  a  pension 
of  the  same  amount  to  a  man  at  the  same  age. 

66.  Q.  Tell  me,  then,  what  retirement  allowance  a  man  would 
receive  at  age  62  and  with  24  years  of  service. 

A.  First,  it  probably  would  be  best  to  give  a  short  explanation  of 
how  prior  service  (service  rendered  prior  to  the  establishment  of  the 
Retirement  System)  and  current  service  (service  rendered  as  a  member 
of  the  Retirement  System)  are  considered  separately.  Regardless  of 
sex  and  regardless  of  age,  after  age  62  is  attained,  the  allowance  for 
prior  service  is  1%  per  cent,  of  the  average  compensation  earnable  (see 
Question  45)  during  the  ten  years  immediately  preceding  retirement, 
for  each  year  of  such  service  credited.  Thus,  if  a  member,  man  or 
woman,  is  credited  with  24  years  of  prior  service  and  has  an  average 
compensation  during  the  last  ten  years  of  $150,  he  or  she  would  receive 
a  retirement  allowance  of  32  per  cent.  (1%  per  cent,  for  each  of  the  24 
years)  of  $150,  giving  an  allowance  of  $48  per  month  on  account  of 
prior  service. 

67.  Q.  That  is  clear;  and  I  understand  that  the  City  mukes  con- 
tributions to  the  Retirement  System  to  cover  the  entire  cost  of  any 
allowance  granted  on  account  of  prior  service.  Now,  how  is  the  allow- 
a/nce  on  account  of  current  service  calculated? 

A.  The  accumulated  contributions  standing  to  the  credit  of  the 
member,  plus  an  equal  amount  of  accumulated  contributions  paid  in 
by  the  City  to  match  those  of  the  member,  are  applied  to  purchase  a 
retirement  allowance  which,  of  course,  is  to  be  added  to  the  allowance 
provided  by  the  City's  contributions  on  account  of  prior  service. 

68.  Q.  I  do  not  understand  exactly  what  is  meam,t  by  "the  accumu- 
lated contributions  are  applied  to  ptirchase". 

A.  The  Board  of  Administration,  when  the  Retirement  System  was 
established,  and  on  the  recommendation  of  the  Consulting  Actuary, 
adopted  annuity  rates  which  were  nothing  more  than  the  cost  at  various 
ages  of  a  payment  of  $1  per  year  throughout  the  balance  of  the  lifetime 

16 


I 


of  the  retiring  members  at  those  ages.  If  fuel  oil  costs  $1  per  barrel 
and  the  sum  of  $100  is  available  for  the  purchase  of  the  oil,  100  barrels 
of  oil  can  be  bought.  In  the  same  manner,  the  cost  of  $1  per  year 
payable  throughout  the  balance  of  the  lifetime  of  a  man  aged  62  is 
$9,754,  and  if  his  accumulated  contributions,  plus  those  of  the  City  held 
for  his  benefit,  total  $975.40,  a  retirement  allowance  of  $100  per  year, 
or  $8.33  per  month,  will  be  purchased.  In  the  case  of  a  woman,  the 
cost  would  be  $11,046  (on  account  of  the  fact  that,  on  the  average,  the 
allowance  would  be  paid  longer),  and  the  same  amount  of  accumulated 
contributions  would  purchase  an  allowance  of  $88.30  per  year,  or  $7.36 
per  month, 

69.  Q._  I  tmderstand  noiv  what  is  meant  by  the  expression 
"applied  to  purchase",  and  it  is  more  evident  than  ever  that  my  accumu- 
lated contributions  should  be  held  intact  in  the  Retirement  Fund,  cmd 
not  be  used  for  the  benefit  of  any  one  else,  iintil  I  leave  the  service  of  the 
City,  die  or  reach  the  time  for  retirement. 

A.  Yes,  and  it  should  be  clear  that  the  amount  of  the  accumulated 
contributions  held  for  your  benefit  (including  the  City's  paid  in  to 
match  yours)  and  the  cost  of  the  retirement  allowance  are  the  only 
factors  that  are  taken  into  account  in  determining  the  amount  of  retire- 
ment allowance  that  can  be  purchased. 

70.  Q.  I  see  that  also.  It  is  evident  tJmt  the  only  way  in  which 
a  larger  allowance  can  be  provided  is  by  reducing  the  cost  of  the  allow- 
ance or  increasing  the  amount  of  accxmiulated  contribiitions  to  be  applied 
to  purchase  the  allowance.    Can  that  be  done? 

A.  The  amount  of  accumulated  contributions  can  be  increased  only 
in  either  or  both  of  two  ways,  namely,  by  increasing  the  contributions 
of  members  or  by  increasing^  the  rate  of  interest  allowed  on  contributions. 
The  price  (that  is,  the  annuity  rate)  at  which  the  accumulated  con- 
tributions are  applied  to  purchase  an  allowance  can  be  lowered  only  if 
the  death  rate  under  the  Eetirement  System  justifies  such  a  change. 
Article  XVII  of  the  Charter  limits  contributions  from  members,  and  a 
change  in  the  interest  rate  or  a  change  in  the  annuity  rate  can  be  made 
only  after  sufficient  experience  is  accumulated  under  the  System  upon 
which  to  base  safe  and  sound  conclusions  and  must  be  based  on  the 
results  of  a  thorough  actuarial  investigation  into  that  experience. 

71.  Q.  Does  the  Retirement  Law  now  provide  for  such  an  investi- 
gation? 

A.  Yes;  the  Law  requires  an  actuarial  investigation  in  everv--  five 
year  period.  You  will  recall  that,  prior  to  the  inauguration  of  the 
Eetirement  System,  an  investigation  was  made  into  the  experience  among 
city  employees  as  to  death,  separation  from  service,  etc.,  over  a  five  year 
period,  and  that  the  present  rates  and  benefits  under  the  System  are 
based  on  the  results  of  that  investigation.  As  explained  in  the  answers 
to  questions  12  and  13,  a  period  of  five  years  was  taken  in  order  that 
averages  might  be  determined  that  would  most  accurately  foretell  what 
might  be  expected  in  the  future. 
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72.  Q.  Is  it  necessary,  for  the  same  reason,  to  wadt  until  the  actual 
experience  under  the  Retirement  System  for  as  ma/iiy  as  jive  years  is 
available  before  making  the  required  investigation? 

A.  Yes.  As  previously  explained,  the  experience  "under  the 
System,  so  far  as  it  is  to  be  used  as  a  basis  for  an  adjustment  of  rates 
and  benefits,  is  governed  wholly  by  the  Law  of  Averages.  If  the 
experience  for  one  or  two  or  three  years  is  taken,  considering  the  com- 
paratively small  number  of  members,  it  is  entirely  possible  that  a  true 
idea  of  the  rate  of  deaths,  separations,  retirements,  etc.,  will  not  be 
gained  because  of  the  fact  that  not  sufficient  time  has  elapsed  for  the 
law  of  averages  to  exert  itself,  that  is,  as  explained  in  the  answer  to 
question  13,  "the  coin  has  not  been  flipped  a  sufficient  number  of  times." 
A  premature  survey  made  before  sufficient  experience  is  accumulated 
under  the  System  would  not  give  results  that  could  be  used  by  a  reliable 
actuary  as  a  basis  for  definite  recommendations  as  to  revision  of  rates 
and  benefits.  The  result  of  such  a  premature  survey  would  be,  in  all 
probability,  .to  postpone  for  another  five  year  period  the  possibility  of 
such  a  revision. 

73.  Q.  I  understand  now  what  is  done  ivith  the  accumulated  con- 
tributions at  retirement,  but  is  it  not  possible  to  calculate  in  advance  the 
approximate  retirement  allowance  that  will  be  provided? 

A.  Yes.  The  present  rates  of  contribution  for  men  are  calculated 
to  provide,  on  the  average,  at  age  62,  a  retirement  allowance,  including 
that  purchased  by  the  city's  equal  contributions,  of  1%  per  cent,  of 
the  average  compensation  for  the  ten  years  immediately  preceding 
retirement,  for  each  year  of  current  service.  Thus  if  the  member  has 
24  yea.rs  of  prior  service  and  6  years  of  current  service  and 
an  average  compensation  of  $150  per  month,  he  would  receive  $48  per 
month  on  account  of  prior  service  and  $12  per  month  on  account  of 
current  service,  making  a  total  retirement  allowance  of  $60  per  month. 
If  the  average  compensation  of  the  member  were  $200  per  month,  the 
total  monthly  retirement  allowance  would  be  $80. 

74.  Q.    How  does  this  work  out  for  women? 

A.  The  rates  for  women  are  calculated  to  provide,  on  the  average, 
at  age  62,  a  retirement  allowance,  including  the  City's  portion,  of  1.172 
per  cent,  of  the  average  compensation  for  the  ten  years  immediately 
preceding  retirement,  for  each  year  of  current  service.  Thus,  if  the 
member  had  24  years  of  prior  service  and  6  years  of  current  service 
and  an  average  compensation  of  $150  per  month,  she  would  receive 
$48  per  month  on  account  of  prior  service  and  $10.53  per  month 
on  account  of  current  service,  making  a  total  retirement  allowance  of 
$58.53  per  month.  If  the  average  compensation  of  the  member  were 
$200  per  month,  the  total  monthly  retirement  allowance  would  be  $78.04. 

75.  Q.  The  restdts  are  all  given  "at  age  62".  Do  they  change  at 
ages  above  62? 

A.  The  results  for  prior  service  do  not  change  at  ages  above  62, 
but  for  current  service  they  increase  rapidly. 
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76.  Q.    Why  do  they  increase  for  current  service? 

A.  The  principal  reason  is  that  the  cost  of  the  retirement  allowance 
decreases  as  the  age  of  the  member  increases,  which  is  due,  of  coui-se,  to 
the  fact  that,  on  the  average,  a  member  retired  at  a  higher  age  will  not 
live  to  receive  the  retirement  allowance  as  long  as  the  member  at  age  62. 
Another  reason  is  that  interest  is  increasing  the  fund  standing  to  the 
credit  of  the  member.  Because  of  these  two  elements,  the  percentage 
of  the  average  compensation  for  each  year  of  current  service  provided 
at  retirement  after  age  62  increases  rapidly  for  ages  above  62.  The 
amount  of  the  increase  depends  on  the  age  of  entry  into  the  Ketirement 
System,  the  age  at  retirement  and  other  elements  impossible  to  forecast, 
such  as  actual  rate  of  compensation  received,  whether  service  was 
vinbroken,  etc. 

77.  Q.  Is  it  possible  to  calculate  in  advance  the  various  total  per- 
centages to  he  applied  to  the  average  compensation  if  retirement  shoidd 
take  place  after  age  62? 

A.  Yes,  but  it  should  be  definitely  understood  that  the  percentages 
would  be  approximate  only.  Such  percentages  are  shown  in  the  tables 
on  pages  22  and  23.  If  a  man,  for  example,  should  enter  the  Retire- 
ment System  at  age  41  and  serve  without  interruption  to  age  68,  his 
percentage  on  account  of  this  27  years  of  current  service,  accord- 
ing to  the  first  table,  would  be  51.4.  If  the  average  compensa- 
tion during  the  ten  years  immediately  preceding  retirement  were  $150 
per  month,  the  retirement  allowance  would  be  $77.10  per  month.  If 
he  had  credit  for  9  years  of  prior  service,  his  percentage  would  be 
increased  to  63.4  (1%  times  9  added  to  51.4)  and  the  retirement 
allowance  would  be  $95.10.  A  woman,  under  the  same  conditions, 
according  to  the  second  table,  would  have  a  percentage  on  account  of 
current  service  of  44.4,  and  a  retirement  allowance,  disi'egarding  prior 
service,  of  $66.60  per  month  (44.4  per  cent,  of  $150).  If  she  were 
credited  with  9  years  of  prior  service^  the  percentage  would  be  56.4 
(11/3  times  9  added  to  44.4)  and  the  retirement  allowance  would  be 
$84.60  per  month.  The  different  amounts  for  women  are  due  entirely, 
as  explained  in  the  answer  to  question  65,  to  the  fact  that,  on  the  average, 
a  woman  at  68  will  live  longer  than  a  man  at  the  same  age,  and  that, 
therefore,  the  cost  of  her  retirement  allowance  is  higher. 

78.  Q.    Why  are  the  amounts  approximate  only? 

A.  Because  in  the  calculation  it  is  necessary  to  assume  certain 
average  rates  of  compensation.  If  a  member  should  actually  receive  the 
relative  rates  assumed  and  work  without  interruption,  he  would  receive 
the  amounts  exactly  as  shown.  Actually,  however,  the  member's  experi- 
ence will  not  be  in  exact  agreement  with  the  assumption  upon  which  the 
calculations  are  based.  The  results  in  an  individual  case,  therefore,  will 
vary,  either  above  or  below,  from  the  amounts  as  derived  from  the  tables. 

79.  Q.  With  the  explanations  that  have  been  given,  I  am  sure 
the  benefits  under  the  Retirement  System  and  the  method  in  xvhich  they 
are  calculated  are  clear.    Another  question,  however,  has  occurred  to  me 
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— if  I  should  retire  and  then  die  after  receiving  only  one  manthly  pay- 
ment of  my  retirement  allowance,  what  would  be  done  with  the 
accumulated  contributions  that  were  held  for  my  benefit  at  my 
retirement? 

A.  It  would  depend  on  what  option  you  chose  at  the  time  of  your 
retirement.  If  you  chose  at  retirement  to  have  your  accumulated  con- 
tributions applied  to  purchase  a  retirement  allowance  in  accordance 
with  the  methods  outlined  in  the  answers  to  the  foregoing  questions, 
that  is,  if  you  chose  to  receive  the  "unmodified"  retirement  allowance, 
the  accumulated  contributions  remaining  at  your  death  would  be  kept 
in  the  Retirement  Fund  to  help  pay  the  retirement  allowance  of  some 
individual  who  will  live  long  enough  after  retirement  to  draw  more 
than  the  accumulated  contributions  held  for  his  benefit  at  retirement. 

80.  Q.  But  suppose  no  individual  lives  that  long  after  retirement. 
The  general  feeling  is  that  the  death  rate  among  retired  members  is 
very  high. 

A.  The  cost  upon  which  the  retirement  allowance  is  based,  as 
explained  in  the  answer  to  question  68,  takes  into  consideration  the  death 
rate  among  retired  members  as  determined  from  actual  experience.  You 
have  already  been  told  of  the  actuarial  investigation  made  prior  to  the 
establishment  of  the  Eetirement  System,  upon  the  basis  of  which  the 
Actuary  made  his  recommendations  as  to  rates  and  benefits.  It  would 
be  disastrous  to  determine  the  rates  and  benefits  under  the  System  on 
the  basis  of  "general  feeling"  and  guesswork. 

81.  Q.  I  can  understand  that  da/tiger  very  well,  especially  shwe  my 
own  accximulated  contributions  would  be  involved.  What  choice,  other 
than  to  receive  the  unmodified  retirement  allowance,  is  permitted  at 
retirement  f 

A.  You  might  choose,  under  various  options,  to  provide  a  benefit 
for  some  beneficiary  after  your  death.  Of  course,  if  you  should  so 
choose,  the  "modified"  retirement  allowance  to  be  received  by  you  will 
be  less  than  the  "unmodified"  allowance,  because  you  would  be  applying 
the  accumulated  contributions  held  for  your  benefit  to  purchase  two 
benefits,  one  for  yourself  and  one  for  your  beneficiary.  Exactly  the 
same  principle  would  be  involved  if,  instead  of  applying  $3,000  to  the 
purchase  of  an  automobile  of  a  certain  class,  you  decided  to  purchase 
also  with  the  $3,000  additional  furniture  for  your  home.  The  class  of 
car  purchased  by  the  remainder  (corresponding  to  the  modified  retire- 
ment allowance  you  would  receive)  would  be  lowered.  The  extent  to 
which  it  would  be  lowered  would  depend  on  the  amount  and  kind  of 
furniture  you  purchased. 

82.  Q.    What  are  the  different  options  allowed? 

A.  Suppose  you  should  retire  at  age  70  and  that  you  name  your 
wife,  65  years  of  age,  as  your  beneficiary.  Instead  of  choosing  to  take 
the  unmodified  monthly  retirement  allowance,  say  of  $100,  with  no  death 
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benefit,  you  might  choose  to  have  the  allowance  modified  according  to 
either  one  of  three  options,  as  follows: 

Option  No.  1  provides  for  a  lesser  retirement  allowance  with  the 
provision  that  the  cash  value  at  retirement  of  the  unmodified  retirement 
allowance,  less  the  sum  of  the  actual  payments  drawn  by  you,  shall  bo 
paid  as  a  death  benefit  to  the  beneficiary  selected.  This  cash  value  of 
the  unmodified  retirement  allowance  would  be  $8,686.80.  Tlio  Iussli' 
monthly  retirement  allowance  under  this  Option  would  be  $72.45. 

Option  No.  2  provides  for  a  lesser  retirement  allowance  to  be  paid 
during  your  lifetime,  with  the  provision  that,  after  your  death,  it  shall 
be  continued  to  the  beneficiary  during  the  lifetime  of  such  beneficiary. 
The  lesser  monthly  retirement  allowance  under  this  Option  No.  2  would 
be  $63.46. 

Option  No.  3  provides  for  a  lesser  retirement  allowance  to  be  paid 
during  your  life  time,  with  the  provision  that,  after  your  death,  one-half 
of  the  lesser  retirement  allowance  shall  be  continued  to  the  beneficiary 
during  the  lifetime  of  such  beneficiary.  The  lesser  retirement  allow- 
ance under  this  Option  No.  3  would  be  $77.65. 

Should  the  beneficiary  under  Option  No.  1  die  before  you,  a  new 
beneficiary  might  be  designated.  Should  the  beneficiary  under  either 
Option  No.  2  or  No.  3  die  before  you,  no  new  beneficiary  might  be 
designated,  and  payment  of  the  lesser  retirement  allowance  will  stop  at 
your  death,  with  no  death  benefit. 

The  selection  of  any  option  would  be  final.  It  could  not  be  changed 
regardless  of  how  the  circumstances  might  change. 

83.  Q.  May  I  choose  at  this  time  the  option  under  which  I  desire 
to  receive  my  retirement  allowance? 

A.  No,  the  choice  is  permitted  only  at  retirement.  A  member  is 
influenced  in  his  choice  largely  by  his  financial  condition  and  whether 
any  one  is  dependent  on  his  support  and,  therefore,  in  need  of  a  benefit  at 
his  death.  Your  financial  condition  and  dependents  which  Avould  cause 
you  to  choose  a  certain  option  now,  would  probably  be  changed  com- 
pletely at  your  retirement  so  that  you  would  desire  to  receive  the 
"unmodified"  allowance.  For  these  reasons  the  logical  time  to  select 
an  option  is  at  retirement  and  in  the  light  of  your  circumstances  at 
that  time. 

84.  Q.  If  even  after  these  explanations,  I  have  difficulty  in  itnder- 
standing  any  features  of  the  Retirement  Law,  xvhere  may  I  secure  the 
necessary  additional  information  f 

A.  At  the  office  of  the  Retirement  System  in  room  215,  City  Hall. 
A  part  of  the  duties  of  that  office  is  to  furnish  information  on  every 
phase  of  the  Eetirement  System.  You,  therefore,  will  not  be  imposing 
on  any  one  if  you  ask  for  information  on  the  System  in  general  or  as  it 
affects  your  individual  case,  and  you  will  receive  at  that  office  authori- 
tative information  upon  which  you  may  rely. 
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Males 


Approximate  percentage  of  average  compensation  earnable  during  ten  years 
immediately  preceding  retirement  purchased  by  accumulated  normal  con- 
tributions of  the  member  plus  the  equal  accumulated  contributions  of  the 
City.    (See  questions  73  to  78,  both  inclusive.) 


Age  at 
entry  into 
Retirement 


56.2 
54.8 
53.4 
52.2 
50.8 
49.4 
48.0 
46.8 
45.4 
44.0 
42.8 
41.4 
40.0 
38.8 
37.4 
36.0 
34.8 
33.4 


25.4 
24.0 
22.8 
21.4 
20.0 
18.8 
17.4 
16.0 
14.6 
13.4 
12.0 
10.6 
09.4 
08.0 
06.6 
05.4 
04.0 
02.6 
01.4 


61.0 
59.4 
58.0 
56.6 
55.2 
53.8 
52.2 
51.0 
49.6 
48.2 


31.2 
29.8 
28.2 
26.8 
25.4 
24.0 
22.6 
21.2 
19.6 
18.4 
17.0 
15.6 
14.2 
12.6 
11.2 


07.2 
05.4 
04.2 


57.0 
55.6 
54.2 
52.6 
51.0 
49.6 
48.0 
46.4 
44.8 
43.6 
42.0 
40.4 
39.0 
37.4 
36.0 
34.4 
33.0 
31.4 
29.8 
28.4 
27.0 
25.4 
23.8 
22.2 
21.0 
19.4 
17.8 
16.4 
15,0 
13.4 
11.8 
10.4 
09.0 
07.4 
05.8 
04.6 


-RETIREMENT  AGE  - 


69 


70 


59.0 
57.4 
55.6 
54.2 
52.6 
50.8 
49.2 
47.8 
46.0 
44.4 
43.0 
41.2 
39.6 
38.0 
36.4 


28.4 
26.8 
25.2 
23.8 
22.2 
20.4 
19.0 
17.4 
15.8 
14.2 


78.4 
76.6 
74.8 
73.0 
71.4 
69.6 
67.8 
66.2 
64.4 
62.6 
61.0 
59.2 
57.4 
55.8 
54.0 
52.2 
50.6 


23.4 
21.8 
20.0 
18.4 
16.8 
15.0 
13.4 


81.6 
79.8 
78.0 
76.0 
74.2 
72.4 
70.4 


55.6 
54.0 
52.0 
50.2 
48.2 
46.6 
44.6 
42.8 
41.2 
39.2 
37.4 


28.4 
26.6 
24.8 
23.2 
21.2 
19.4 
17.8 
16.0 
14.2 
12.2 
10.6 


93.2 
91.0 
89.2 
87.0 
85.2 


79.0 
77.2 
75.0 
73.2 
71.0 
69.2 
67.0 
65.2 
63.2 
61.2 
59.2 
57.4 
55.2 
53.4 
51.4 
49.4 
47.4 
45.6 
43.6 


37.8 
35.8 
34.0 
32.0 
30.2 
28.2 
26.4 
24.4 
22.6 
20.6 
18.8 
16.8 
15.0 
13.2 
11.0 
09.0 
07.0 
05.2 


101.6  110.8 

99.4  108.6 

97.2  106.4 

95.0  103.8 

93.0  101.6 


82.2 
80.2 
77.8 
75.8 
73.6 
71.6 


67.2 
65.2 
63.2 
61.0 
59.0 
57.0 
54.6 
52.6 
50.4 
48.4 
46.6 
44.4 
42.4 
40.4 
38.2 
36.2 
34.2 
32.0 
30.2 
28.2 
26.0 
24.0 
21.8 
20.0 
18.0 
15.8 
13.6 
11.4 
09.4 
07.2 
05.4 
04.0 
01.6 


78.6 
76.4 
74.0 
71.8 
69.6 
67.2 
65.0 
62.8 
60.4 
58.4 
56.2 


47.2 
45.0 
43.0 
40.8 


34.2 
32.0 
29.8 
27.8 
25.4 
23.4 
21.4 
19.0 
16.6 
14.2 
11.8 
09.8 
07.6 
05.6 
04.2 
01.8 
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Females 

Approximate  percentage  of  average  compensation  earnable  during  ten  years 
immediately  preceding  retirement  purchased"  by  accumulated  normal  con- 
tributions of  the  member  plus  the  equal  accumulated  contributions  of  the 
City.    (See  questions  73  to  78,  both  inclusive.) 

Age  at 
entry  into 

Retirement    ,  RETIREMENT  AGE  > 


49.2  53.4  58.0  62.8  68.2  74.0  80.4  87.6  95.4 

48.0  52.0  56.6  61.4  66.6  72.4  78.6  85.8  93.4 

46.8  50.8  55.2  60.0  65.2  70.8  77.0  83.8  91.4 

45.8  49.6  53.8  58.6  63.6  69.2  75.2  82.0  89.4 

44.6  48.4  52.6  57.2  62.0  67.6  73.6  80.2  87.4 

43.4  47.0  51.2  55.6  60.6  66.0  71.8  78.4  85.4 

42.2  45.8  50.0  54.2  59.2  64.2  70.0  76.4  83.6 

41.0  44.6  48.6  53.0  57.6  62.8  68.4  74.6  81.4 

39.8  43.4  47.4  51.6  56.0  61.2  66.6  72.8  79.4 

38.6  42.0  46.0  50.0  54.4  59.4  65.0  71.0  77.6 

37.6  40.8  44.6  48.6  53.2  58.0  63.2  69.0  75.4 

36.4  39.6  43.2  47.2  51.6  56.2  61.6  67.2  73.6 

35.2  38.2  42.0  46.0  50.0  54.6  59.8  65.4  71.6 

34.0  37.2  40.6  44.4  48.6  53.2  58.0  63.6  69.8 

32.8  36.0  39.4  43.0  47.0  51.4  56.2  61.8  67.6 

31.6  34.8  38.0  41.6  45.6  50.0  54.6  60.0  65.6 

30.4  33.4  36.8  40.2  44.2  48.2  52.8  58.0  63.8 

29.4  32.2  35.4  38.8  .     42.6  46.8  51.2  56.4  61.8 

28.2  31.0  34.0  37.4  41.0  45.2  49.6  54.6  60.0 

27.0  29.6  32.6  36.0  39.6  43.4  47.8  52.6  58.0 

25.8  28.4  31.6  34.6  38.2  42.0  46.2  50.8  56.2 

24.6  27.2  30.2  33.2  36.6  40.2  44.4  49.0  54.0 

23.4  26.0  28.8  31.8  35.2  38.8  42.8  47.4  52.0 

22.2  24.6  27.4  30.4  33.6  37.2  41.2  45.4  50.2 

21.0  23.4  26.2  29.0  32.0  35.6  39.4  43.6  48.2 

20.0  22.2  24.8  27.6  30.8  34.0  37.8  41.8  46.4 

18.8  21.0  23.6  26.2  29.2  32.4  36.2  40.0  44.4 

17.6  19.8  22.2  24.8  27.8  31.0  34.4  38.4  42.6 

16.4  18.6  21.0  23.6  26.2  29.4  32.8  36.6  40.6 

15.2  17.4  19.6  22.0  24.6  27.8  31.2  34.8  38.8 

14.0  16.0  18.4  20.6  23.4  26.2  29.4  32.8  37.0 

12.8  14.8  17.0  19.4  21.8  24.6  27.8  31.2  35.0 

11.8  13.6  15.8  18.0  20.4  23.0  26.2  29.4  33.2 

10.6  12.4  14.4  16.4  18.8  21.6  24.4  27.6  31.2 

09.4  11.0  13.0  15.2  17.4  20.0  22.8  25.8  29.4 

08.2  09.8  11.6  13.8  16.0  18.4  21.0  24.0  27  4 

07.0  08.8  10.6  12.4  14.6  16.8  19.4  22.4  25.6 

05.8  07.4  09.2  11.0  13.0  15.4  17.8  20.6  23  8 

04.6  06.2  07.8  09.6  11.6  13.8  16.2  18.8  21.8 

03.6  05.0  06.4  08.2  10.0  12.2  14.6  17.2  20  2 

02.4  03.8  05.4  07.0  08.8  10.8  13.0  15.6  18.2 

01.2  02.4  04.0  05.4  07.2  09.0  11.4  13.8  16  4 

01.2  02.6  04.0  05.6  07.4  09.6  11.8  14  2 

01.2  02.6  04.2  05.8  07.6  10.0  12  2 

01.2  02.6  04.4  06.2  07.8  10.2 

01.4  02.8  04.4  06.4  08.4 

01.4  03.0  04.6  06.6 


The  City  and  County  under  the 
creased  rate,  the  higher  contributid 


Summary  of  Payments  to  Members  and  Members'  Beneficiaries  from 
April  1,  1922,  the  Date  the  Retirement  System  Was  Established, 
Through  November  30,  1925. 

Amount  of 
Payments. 

1.  Eefund  of  contributions  (number  of  employees  leaving 

service,  741)   $  61,404.89 

2.  Death  benefits  (number  of  deaths,  208)   234,871.03 

3.  Service  retirement  allowances  (number  of  members  re- 

tired for  service,  276)    276,736.13 

4.  Disability  retirement  allowances  (number  of  members  re- 

tired for  disability,  32)   16,459.11 


Total  payments  to  members  and  members'  beneficiaries.  .$589,471.16 
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City  and  County  of  San  Francisco 


[Recommendations  for  a  Dropoeed  irjcreaee  in    rRt#»B  And 

BOARD  OF  ADMINISTRATION  benefits]  "  ■lO-l'CB  UliU 


SAN  FRANCISCO  CITY  EMPLOYEES' 
RETIREMENT  SYSTEM 
ROOM  215.  CITY  HALL 


January  2,  1930. 


To  the  Members  of 
the  Retirement  System  : 

In  April,  1929,  the  Municipal  Retirement  Conference,  after  receiving  expressions  of  opin- 
ion from  the  various  city  employee  organizations  through  their  delegates  to  the  Conference, 
made  certain  recommendations  to  the  Board  of  Administration  under  which  contributions  of 
the  City  and  employees  and  benefits  of  the  Retirement  System  would  be  increased.  The  Retire- 
ment Conference  requested  the  Board  to  include  in  its  budget  for  the  fiscal  year  1929-.^0,  the 
necessary  amount  over  and  above  the  amount  which  would  normally  be  requested  in  the  budget, 
to  carry  into  efifect  the  recommendations  of  the  Conference. 

The  budget  estimates  for  the  Retirement  System  having  already  been  filed  with  the  Board 
of  Supervisors,  and  there  appearing  to  be  a  lack  of  interest  and  actual  difYerences  of  opinion 
among  the  employees  themselves  so  marked  as  to  raise  a  doubt  as  to  whether  they,  in  fact,  desired 
to  pay  more  to  the  System  in  order  to  increase  the  benefits,  the  Board  of  Administration  post- 
poned action  on  the  recommendations  of  the  Municipal  Retirement  Conference  until  an  expres- 
sion of  opinion  from  the  individual  members  on  the  proposed  changes  could  be  secured  by 
referendum. 


The  Board  assumed  the  responsibility  for  such  a  referendum,  and  has  now  decided  that  it 
will  be  held  from  January  31,  1930  to  February  10,  1930,  at  the  same  time  and  in  conjunction 
with  the  election  of  a  member  of  the  Board  of  Administration  to  fill  the  term  which  expires  on 
February  20,  1930.  (See  circular  letter  of  January  2,  1930,  posted  on  bulletin  boards  of  all 
offices  and  departments.) 

For  your  information,  the  percentage  by  which  your  own  contributions  to  the  Retirement 
System  would  be  increased  under  the  alternative  changes  are  given  below.  These  increases  will 
give  the  amounts  that  are  necessary  to  provide,  when  matched  dollar  for  dollar  by  the  City 
retirement  allowances  of  approximately  one-half  final  compensation  at  age  62  after  the  various 
years  of  service  indicated  at  the  top  of  each  column,  instead  of  the  37^'  years  of  service  for  men 
and  42  7/10  years  for  women  as  required  under  the  present  contributions : 


Years  of  service  necessary  to  provide  retirement 
allowance  of  approximately  one-half  final 
compensation  at  age  62  

Approximate  percentage  of  increase  in  your 
contributions   


35  years  33  1  '1  years  30  years 

(Men         6.9%  12.2%  24.7% 

(Women    12-.8%_         28.0%  42.2% 


Women,  living  longer  than  men  on  the  average,  must  pay  a  higher  annuity  rate  than  men. 
On  account  of  certain  limitations  in  the  Charter  when  the  Retirement  System  was  established 
these  limitations  having  since  been  removed  by  Charter  amendment),  rates  of  contribution  for 
women  could  be  made  only  slightly  larger  than  those  for  men,  the  result  being  that  women  must 
serve  longer  (42  7/10  years)  than  men  {TJYz  years)  to  receive  an  allowance  of  approximately 
one-half  final  compensation  at  age  62.  Any  new  plan,  therefore,  placing  men  and  women  on 
the  same  basis  as  to  benefits  will  necessarily  require  a  larger  increase  in  women's  contributions 
than  in  those  for  men,  the  increase  in  the  women's  benefits  provided  by  the  increased  contribu- 
tions, however,  being  larger  in  the  same  proportion. 

Nothing  is  provided  in  these  percentages  to  make  up  for  the  fact  that  contributions  since  the 
inception  of  the  Retirement  System  have  been  made  on  the  37>^  years'  basis  for  men  and  42 
7/10  years'  basis  for  women.  That  part  of  your  retirement  allowance  which  is  based  on  the 
service  you  render  as  a  member  of  the  Retirement  System  up  to  the  effective  date  of  any  change 
that  may  be  made,  will  be  calculated,  therefore,  on  the  basis  recited  in  the  preceding'sentence 
and  not  on  any  new  basis  which  may  be  adopted. 

The  City  and  County  under  the  proposed  changes  would  match  contributions  at  the  in- 
creased rate,  the  higher  contributions  from  you  and  from  the  City  being  applied  at  regular 


annuity  rates  to  provide  a  proportionately  larger  retirement  allowance.  Under  the  proposed 
changes,  also,  the  City  would  increase  the  allowance  on  account  of  service  rendered  prior  to 
October  1,  1925  by  teachers  and  prior  to  April  1,  1922  by  all  other  members,  to  the  basis  estab- 
lished for  the  current  service. 

The  increased  costs  to  the  City  and  County  under  the  various  plans  are  as  follows,  the 
amounts  being  approximate  only: 


Estimated 
1930-31 

Increases 
Under 

Increases 
Under 

Increases 
Under 

Budget  on 

3  5  Years 

33%  Years 

30  Years 

Present  Basis 

Plan 

Plan 

Plan 

Miscellaneous* 

Departments   

$533,500 

$43,812 

$72,380 

$140,003 

School  Dept.*   

412,000 

62,630 

86,578 

141,959 

Bond  Issues  and 

County  Road  Fund 

41,500 

2,905 

5,063 

10,292 

Municipal  Rlwy  

108,600 

7,620 

13,288 

26,959 

Hetch-Hetchy 

Power  Division  

4,300 

301 

525 

1,066 

Totals   

$1,099,900 

$117,268 

$177,834 

$320,279 

*Total  affecting 

Tax  Rate  

$945,500 

$106,442 

$158,958 

$281,962 

On  the  voting  machine  you  will  find,  in  addition  to  the  names  of  the  nominees  for  the 
Board  of  Administration,  the  following  propositions: 

1.  Are  you  in  favor  of  contributing  more  to  the  Retirement  Sys- 
tem in  order  that  the  benefits  may  be  increased  in  proportion? 

(VOTE  YES  OR  NO.) 

2.  If  anv  changes  are  made,  which  of  the  following  plans  do  you 
favor?    (VOTE  ON  ONE  ONLY.) 

35  Years  33  1/3  Years  30  Years 

Plan  Plan  Plan 

It  should  be  remembered  that  members  of  the  Retirement  System  are  merely  expressing 
their  attitude  toward  the  alternative  changes.  The  City  and  County  of  San  Francisco  is  the 
other  partner  in  the  Retirement  System,  and  no  increase  in  rates  and  benefits  can  be  effective 
until  approved  by  the  Board  of  Supervisors  who  will  be  called  upon  to  provide  the  additional 
money  required  by  the  changes.  Any  changes  deemed  advisable  in  the  light  of  the  referendum 
will  be  submitted,  therefore,  to  the  Board  of  Supervisors  for  approval  or  disapproval. 

Yours  truly, 

RALPH  R.  NELSON, 

Secretary-Actuary. 


